
AGREEMENT TO SELL OIL AND GAS PROPERTIES
AND PRQDPgTJQN;, PAYMENT

THIS AORETKEOT, dated the _// tL day of February, 1964,
between ATHLETIC MININO AND SKELTEffCrCCMPANY, a Missouri CH.-u^ ,")Yw"-
eorporation with offices In Port Smith, Arkansas (Athletic), . <\ ,.«-̂
SOUTHWEST NATURAL PRODUCTION COMPANY, a Delaware corpora- • ' " * vV"v

tlon with offices in Shrevcport, Louisiana (Southwast), and H tl
STEPHENS PRODUCTION COMPANY, a Joint venture composed of J. l ' '»
T. Stephens, V. R. Stephens and Vernon J. 0133, with offices
in Fort Staith, Arkansas (Stephens), and RANEY, INC., an o TI t ') ̂  \ ' f
Arkansas corporation with offices in Little Rook, Arkansas * '\'.'-^ < * ]tl !'
(Raney)i

1. Attached hereto are Exhlbltn A, B, C and D (the
"Exhibits"). Exhibit A contains descriptions of various oil
and gas properties owned (or to be owned prior to Closing
Date defined in Paragraph 10 below) by Athletia, which ar«
located in the Statoa of Arkansas and Oklahoma. Exhibit B eon*
talna descriptions of various non-producing; oil and gas pro-
perties owned (or to be owned prior to Closing Date defined
in Paragraph 10 bolow) by Athletia which ere located in the
Statoa of Arkansas and Oklahoma. Tha InterestB described in
Exhibit A (subject to the natters therein referred to) are
herein Bornettmea referred to aa the "Production Payaent Proper-
ties", the intereotu. described in Exhibit B (subject 60 the
matters therein referred to) are herein sometimes referred to
aa the "Non-Producing Properties", and the interests described
in both Exhibit A and Exhibit B are herein sometimes col-
lectively referred to as the "Athletic Properties". Exhibit C
contains descriptions of various otftar properties owned (or to
oo owned prior to Closing Dote as hereinafter defined) by
Athletic, including interests in and to licenses, options,
easements, privileges and real and personal properties not
covered by Exhibita A and B. Sha interests described in
Exhibit C (subject to tho matters tnorcin referred to) are
herein aoaetlaea referred to as the "Additional Properties".
Exhibit B lists any and all indebtedness and liabilities of
Athletic which will be assumed by Southwest and Stephens at
Closing Date defined in Paragraph 10 below.

8. Attached hereto, marked Exhibit I and made a port
hereof, is a fora of conveyance (the Conveyance)> tmbstanti-
olly in the fora for execution by the parties hereto (except for
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Exhibit A to be attached thereto) , Part I of which 13 a con-
veyance by Athletic to Southwest and Stephens of the Produc-
tion Payment Properties described In Exhibit A hereto,
excepting and retaining to Athletic a production payment in
the primary sum of $7,000,000 (the "Production Payment"), and
fart II of which la a conveyance from Athletic to Raney of
the Production Payment.

3. Attached hereto, marked Exhibit II and made a
part hereof, la a form of assignment (the "Assignment"), aub-
stantially in the form for execution by Athletic (except for
Exhibit B to be attached thereto), which la an assignment from
Athletic to Southwest and Stephens of the Hon-Producing Pro-
perties described in Exhibit B.

k. Subject to the terms and conditions herein set
forth. Athletic agrees to sell to Southwest and Stephana, and
South went and Stephens agree to purchase from Athletic, the pro-
perties Hated in Exhibits A, B and C, (the Production Payment
Properties being subject to the Production Payment end to the
other exceptions set forth in the Conveyance), and Athletic
agrees to aell to Raney and Raney agrees to purchase from Ath-
letic, the Production Payment.

S> Athletic agrees with Southwest and Stephens that
from end after the date of thla Agreement and until the Closing
Oate defined in Paragraph 10 below:

(a) Athletic will at all reasonable times give
to Southwest and Stephens, their attorneys end rep-
resentatives, full access to the Athletic Properties
end to all books, records, information, contracts and
documents relating thereto which Athletic hea in Its
possession, with the right to make copies of all aueh
books, records, information, contracts and documents.

•

(b) Athletic will make available to Southwest
e rid Stephens, their attorneys end representatives, all

of title, certificates of abstractors, title
reports, title filea, title opinions, ownership maps,
surveys, and all other title information which Athletic
may have in Its possession with respect to the Athletic
Properties, and as aoon oa practicable after the execu-
tion hereof will obtain supplemental abstracts or cer-
tificates covering the interest of Athletic In the Pro-
duction Payment Properties, commencing with the date
or the BO&C recent abo tract or certificate described in

-2-

SQL0073189



the title opinion covering such property which la In
Athlecie'a tide file. Athletic will, at its cole
coat and expense, furnish to Southwest and Stephens
end their attorneys ouch number of copies (certified
or otherwise authenticated to tho satisfaction of
Southwest and Stephens) as they may reasonably request,
of all Instruments and documents wltlv respect to v;hich
AthieClo, Southweac and Stephens may ngrca to permit
reproduction In briefed form In the supplemental ab-
ntracts to be obtained pursuant to this subparagraph (b).

(e) Athletic will use its best efforta to euro
all objections to title to the Athletic Properties raado
by nttorneys for Southwest and Stephens and will co-
operate with Southwest end Stephens to obtain all neces-
sary permissions, approvals and consents ly third
parties or governmental authorities In connection with
the sale and transfer of the Athletic Properties and
all necessary waivers of preferential rights of third
parties to purchase any portion of the Athletic Proper-
ties.

(d) Athletic, to the extent that such mttters are
In the control of Athletic, will cause the Athletic Pro-
perties to be developed, maintained and operated in a
good and worwnanllke manner, and will pay or caus* to be
paia All coats and expenoed chargeable to it In connec-
tion therewith end will perform and comply with the
covenants and condition? contained in the various instru-
ments described in the Exhibits hereto, and will not
modify any of auch instruments without the consent o(
Southwest and Stephens, and will notify Southwest end
Stephens of any notice or claim of default received by
Athletic wleh respect to any instrument described in tha
Exhibits hereto or of any suit or proceeding ponding,
or to the knowledge of Athletic threatened, against or
affecting ony of the Athletic Properties before any
court, or by or before any governmental commission,
bureau, or other regulatory authority.

(e) Athletic, unless tho written consent of Scuth-
weat ana Stephens ie first obtained, will not enter into
any new agreements or commitments with respect to the
Athletic Properties (except in the ordinary course ef
business) and will not drill nny new wells on the Ath-
letic Properties and will not abandon any producing wall
located thereon.
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(f) Athletic will keep in full force and effect
all oil and gaa leases described in the Exhibits and,
except with the written consent of Southwest and Ste-
phens, will not surrender or abandon all or any portion
of sueh oil nnd gas leases, except producing leases
which cease to produce In commercial quantities and are
therefore abandoned, and except non-producing leases
whose primary terms may expire; provided, however, that
should Athletic determine not to pay any delay rental
under any non-producing oil and gas leaso, it shall
notify Southwest and Stephens at least thirty (30} days
in advance of the rental payment date, and in the event
Southwest and Stephens notify Athletic within fifteen
(15) days thereafter that it desires that such rental be
paid. Athletic will pay such rental; but in that event,
ohould the purchases and sales provided for hereunder
not be consummated, then upon termination of this Agree-
ment, Southwest and Stephens shall reimburse Athletic
for the rental so paid, and Athletic shall assign to
Southwest and Stephens without warranty of title its
interest in all ouch non-producing oil and gas leases
as to which Athletic determined not to pay rentals but
made payment thereof at Southwest1a and Stephens' re-
queafc.

(g) Athletic will use its best efforts to procure,
prior to the Closing Date, the authorization and approval
by such proportion as may be required by applicable law
of its stockholders having voting power of the sales con-
templated hereby, end will take such other corporate
actions as may be necessary in connection with such
sales.

6. Athletic agrees with Raney that, from and after the
this Agreement and until the Closing Date, Athletic will

perfora and comply with the covenants and agreements set forth
in Paragraph 5 hereof, to the extent that such covenants and
agreements are applicable to the Production Payment Properties,
the same as though such covenants and agreements had been made
in favor of Raney.

7. The obligations of each party under this Agreement
are subject, in the discretion of ouch party, to the satisfac-
tion on or prior to tho Closing Date of the following conditions:

(a) On the Closing Date no suit, action or other
proceeding shall bo pending or threatened before any
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court or governaental agency in which It Is sougnt to
restrain or prohibit the oonsun-jaatlon of the transac-
tions contemplated by thin Asrecxent, or to ooiair.
substantial daEaaes in connection ••lit.-, cnia Agreement
or the transactions contemplated thereby.

(b) There ohall not have been enacted or voted
by either House of Congress of the United States of
America after the date of tnls Agreement and prior to
the Closing Data, legislation which in the judjgacnc of
such party is or would be prejudicial to the income
tax consequences to such party of the transactions con-
templated by this Agreement.

(e) All necessary peralsaions, approvals and
consents of third parties or governmental authorities
(except permissions, approvals and consents of gavera-
nental authorities customarily obtained subsequent to
transfer) and all necessary waivers of preferential
rights to purchase of third parties with respect to the
sales and transfers of the Athletic Properties uhall
have beea given.

(d) The stockholders of Athletic shall have
adopted a plan of complete liquidation, suoh plan to
provide that Athletic shall be dissolved and all tho
assets of Athletio, less acsets retained to meet dales,
shall be distributed In couplete .liquidation within the
twelve-month period beginning on the date tho plan la
adopted by tho stockholders. Such plan of couplete
liquidation shall be adopted by tho affirmative veto of
suoh portion of tha issued and outstanding stock as re-
quired by applicable law at a meeting duly called for
that purpose.

(e) On the Closing Date, tho sale of the Athletic
Properties to Southwest and Stephens and tho sale of the
Production Payment te Raney shall be concurrently consum-
mated.
6. Tha obligations of Southwest and Stephens under this

Agreement are subject, in the discretion of Southwest and Ste-
phens, to the satisfaction on or prior to the Closing Bate,
of the following additional conditions:

(a) Athletic shall have performed all agreements and
covenants required by this Agreement to be perforaed by it.

(b) Subsequent to the date of this Agreement and
prior to the Closing Date, there shall not have been any
material adverse change in the condition of the Athletio
Properties except depletion due to normal production,
depreoiation of equipment incident to normal operations.
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and transactions permitted by this Agreement or con-
sented to in writing by Southwest and Stephens.

(c) Southwest and Stephar.s snail have received
a certificate dated the Closing Date from corporate of-
ficers of Athletic that to the best of their knowledge
and belief the conditiona set forth in subparagraphs
(a) end (b) above (to the extent not waived by Southwest
and Stephens) have been satisfied.

(d) Hone of the Athletic Properties shall be sub-
ject to any instrument, agreement or undertaking not
shown In the Exhibits which will subject Southwest and
Stephens to any burdensome obligation or liability.

(e) Southwest and Stephens shall have each re-
ceived an opinion dated the Closing Date from Messrs.
Dally & Woods, of Fort Smith, Arkansas, to the effect that

(I) Athletic has been duly incorporated and
Is validly existing and in good standing under the
laws of the State of Missouri, and is duly quali-
fied to do business in all States in which the
ownership of the Athletic Properties requires that
It ba qualified;

(II) This Agreement, the Conveyance, and the
Assignment each has been duly authorized, executed
and delivered by Athletic and, subject to due exeou-
tion by Southwest, Stephens and Ranay of this Agree*
mont and the Conveyance, each is valid and binding
upon Athletic in accordance with its terms; and

(ill) All necessary corporate proceedings by
Athletlo to authorize the transactions contemplated
by this Agreement to authorize the performance by
Athletic of Its obligations hereundsr, and to author-
ize the execution and delivery by Athletic of the
Conveyance, the Assignment, and the other documents
required to bo delivered by It on the Closing Data,
have been duly taken.
(f) Southwest and Stephens shall have each received

an opinion dated as of the Closing Date from Messrs, Loeke,
Purnell, Boron, Laney & Neely, of Dallas, Texas, counsel
for Southwest end Stephens, to the effect that, upon
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execution and delivery of the Conveyance, Southeast
and Stephens will acquire good, valid and defensible
title to the Production Payment Properties, subject
only to

(I) The Production Payment and the terms
and provisions of the Conveyance;

(II) The matters sec out In Exhibits an-
nexed to the Conveyance;

(lit) Taxes constituting a lien but not
yet due and payable; and

(lv) Defects or Irregularities of title
or encumbrances which do not materially affect
the value of the properties s ibjeot thereto or
which affect properties which In the Judgment
of Southwest and Stephens are not of material
value In relation to the properties being pur-
chased.

Aa to the matters of title, Messrs. U>c'<ce, Purnell, Boren,
laney & Weely may rely upon prior title opinions or upon
opinions by local counsel selected by It.

9. The obligations of Raney under thiu Agreement are
subject, in the discretion of Raney, to the aai.lafaction on or
prior to the Closing Date 01' the following additional condi-
tions :

(a) Athletic shall havo performed a.l agreements
nnd covenants required by this Agreement to be per-
formed by it Insofar as they relate to the Production
Payment Properties.

•

(b) Subsequent to the dfite of this Agreement and
prior to the Closing Date there shall not have neun any
material adverse change in the condition of the Produc-
tion Payment Properties except depletion due to .-.ornial
production, depreciation cf equipment incident to noncal
operations and transactions permitted by thia Agreement
or consented to in writing by Raney.

(c) Raney shall have received a certificate dtted
the Closing Date free) corporate officers of Athletle '.hat
to the bese of their knowledge and belief the conditions
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net forth In subparagrapho (a) and (b) above (to the
extent not waived by Raney) have been satisfied.

(d) Raney shall have received an opinion dated
the Closing Date from Messrs. Daily & Woods, of Port
Smith, Arkansas, to the effect that

(l) Athletic has been duly incorporated
and la validly existing and in good Dtending under
the laws of the State of Missouri, and is duly
qualified to do business in all States in which
the nwnerehip of the Production Payment Proper-
ties requires that it be qualified;

(il) Thia Agreement and the Conveyance each
has been duly authorized, executed and delivered by
Athletio and, subject to dua execution by Southwest
and Stephens and Rancy, each is valid and binding
upon Athletic in accordance with its terus; and

(lit) All neeeasary corporate proceedings by
Athletic to authorize the transactions contemplated
by this Agreement, to authorize tho performance by
Athletie of its obligations hereunder, and to author-
ize the execution and delivery by Athletic of the
Conveyance, have been duly taken.
(e) Rancy shall have received an opinion dated aa

of tho Closing Date from Kasors. Loelce, Purnall, Boron,
Laney & Neely, of Dallas, Texas, counsel for Southwest
and Stephens, to the effect that

(i) Southwest has been duly incorporated" an3"
la validly existing and in goo*3 standing under the
laws of the State of Delaware, and is duly qualified
to do business in all States in which tho ownership
of tho Production Payment Properties requires that
It be qualified;

(ii) This Agreement and the Conveyance each
has been duly authorized, executed and delivered
by Southwest and Stephens and, subject to due execu-
tion by Athletic and Raney, each is valid and binding
upon Southwest and Stephens in accordance with its
terms; and

(ill) All necessary corporate proceedings
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by Southwest to authorize the transactions
contemplated by this Agreerr.enc, the perform-
once by Southwest of its obligations hereunder
and under the Conveyance and che execution and
delivery by Southwest of the Conveyance have been
duly taken.

(f) Raney shall have received an opinion dated
aa of thtf C3asing Sate from Messrs Loetas, rurnell,
Boren, Lanoy & Neely, of Dalles, Texas, to the effect
that upon execution and delivery of the Conveyance,
the Production Payment Properties wtll be burdened by
and subject to the Production Payment in accordance
with the terms of the Conveyance and, further, that
Raney will acquire good, valid and defensible title to
the Production Payment insofar as it affects the Produc-
tion Payment Properties, oubject only to

(l) The matters referred to in Exhibit A
attached to the Conveyance;

(ii) Taxes constituting a lien but not yet
due and payable; ana

(ill) DefeetJ or irregularities of title
or encumbrances which ao not materially affect
the value of th* propert:es nubJest thereto OP
vhloh affect properties which are not in Raney'8
Judgment of material value in relation to the
Produution Payment Properties.

Ao to matters of title, yeasrs. loclce, Purnell, Boren,
laney & Neely may rely upon prior title opinions or upon
oplniono by local counsel selected by it.

(g) The loan to Raney from Mercantile National
Bfink at Dallas to enable it to purchase the Production
1'aynent shall be consummated concurrently with the
closing hertfunder.

10. The closing ahail tatce ^iace in the office of Ker-
Pantile Nations! Bank at Dnilaa, .Mercantile Bank Building,
Dalles, TexAB, or at such other place as may be fixed by Butuol
agreement of the parties hereto, en April 1, 19&*, at 10:00
o'clock in the forenoon (local tine), or at ouch earlier or
Inter time and date as may be fixed by mutual agreement or the
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parties hereto (such tirao and date being herein referred to ao
the "Closing Date"); provided, however, tnat if all conditions
hove not been fulfilled or waived on or prior to October 1,
1964, this Agreement shall terminate on that data. Any party
hereto ahall have the right to perform any obligation under-
taken by any other party hereto to prevent termination of thla
Agreement.

11. On or prior to the Closing Date, the Conveyance
ahall be executed by Athletic, Southwest, Stephens and ttaney
in such number of counterparts as in the aggregate is specified
by the parties hereto. Prior to execution there shall be af-
fixed to the Conveyance Exhibit A hereto, with any neceosary
corrections resulting from examination of title. A3.so, on or
prior to the Closing Date, there shall be executed by Athletic
(a) the Assignment In eueh number of counterparts as in the
aggregate is specified by Soutru.eat and Stephens after firat
affixing thereto Exhibit B hereto with any necessary correc-
tions resulting froai examination of title, and (b) assignments,
deeds, bills of sale and such o'cher documents which may be
necessary to transfer, assign and convey to Southwest and Ste-
phens the Additional Properties.

Aloo. on or prior to the Closing Date, Athletic shall
execute and deliver to Southwest and Stephens individual assign-
ments covering leases made by governmental authorities consti-
tuting a part of the Athletio Properties en official forma
where required by applicable law or regulation.

All of tha foregoing documents shall be delivered by
Athletic against payment to it of the purchase monies to be paid
to it on the Closing Date as hereinafter provided. Also on
the Closing Date each party shall deliver to the other parties
such copies of its corporate records and corporate proceedings,
certificates by State officials as to its good standing and
payment of taxes, and such other documents as way be reasonably
requested by any other party at least seven (?) days In advance
of the Closing Sate.

12. The purchase price to be paid by Southwest and
Stephens to Athletic on the Closing Date shall be the sun of
& /, jeJ. <Jo-Kj'L _ . The purchase price to bo paid by
Raney to Athletic on the Closing Date shall be the sum of
$7,000,000, being an amount equal to the primary sum of the
Production Payment. All amounts so paid chall be in funds
available for use in Dallas, Texas, by Athletic at the time of
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z In such form as Ath le t ic may specify by written notice
to Southwest, Stephens and flaney, not leas than five {5) daya
,,rlor to the Closing Date.

IS. ^ellveryof the Conveyance , the Acaign.-r.ent and other
jocum-nia of t ransfer U. be del ivered by Athlet ic to Soutl.weat
anil M"phi«no on the* Closing ."ate shall be effective AS a
delivery of possession of all re.jl and personal property sold
by A t h l e t i c to Couthweat and Stephana, pursuant to thla Agree-
m*«nt, and Sovthv/etit and Stephens shall teits over operation of
the Athletic Properties (except thooe properties now subject
to operating agreements which, \tealgnate a third party as
operator! on the Clocing 2ate, or au aooa thereafter aa practi-
cable. At the closing all title files, abstracts, title
opinlono, mapo, surveys, agreements, contracts and other
documents and All well records, cores, cuttings, drilling
reporto, reserve reports, economic analyses and other property
and Inctrumttnta of a similar nuturv relating to the Athletic
I'roprrtleu theretofore owned by Athletic shall become the
property of ^outhweat and titaphena.

1&. Soithweet and Stephena Mill assume no obligation
to employ any Ath le t i c personnel or any obligation of Athletlo
to any personnel by reason of their severance or termination
by Athlet ic except as shown in exhibit "D" hereto

IS Sou Un.es t, Stephen a and ;(jney each waives compliance
by Ath le t i c wJ en the provlaions of th* Bulk Sales law of each
'i^pccJ lc atfl te And A t h l f t i o a^rt-fr to Indt-mnlfy and hold harm-
\cffi, ^ov.thwe>6t, .''.Lephori;. and Jlanty from any and all loss, cost,
l iab i l i ty , c la im or demand of any inlrd person resulting froa
non-compliance by Athletic with any auch Bulk Salee Law.

1C. Each party hereto agreAa to indemnify and save
h*\nnles8 th* other parties, their off lcero, directors and
atcrkholdera, from ard agaitiat Any ana all claims, loaaeo,
•lamBRfH, coBtn OP expenuea of any Kind or character arising
out of or roBultinp; from any agreement, arrangement or under-
ts tending alleged t-j have been made by auch party or on ita
behalf w i t h any broker or finder in connection with this Agree -
m«nt or any of the transactions contemplated hereby

17. Any notice or communication required or permitted
hi're.rOor shall br given in writing, sent by U S. airmail ,
postage prepaid, or by prepaid telegram, QF delivered to the
following addresses:
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To Athletic: Athletic Mining and Smelting Company
P. 0. Box 5*0
Port Smith, Arkansas

Attention: James P. Orr

To Southwest: Soutlwoat Natural Production Company
Slattcry Sulldlns
Shreveport, iouloiana

Attention: J. 0. Templeton
To Stephens: Stephens Production Company

35 South 7th Street
Fort Smith, Arkansas

Attention: W. R. Walker
To Raney: Raney, Inc.

Coraaereial National Bank Bunding
Little Rock, Arkansas

Attention: Alton B. Raney
or to such other address or to the attention of ouch other per-
son as hereafter shall be designated in writing by the applicable
party to the other parties, and shall be deoiaed to have been
given &9 of the date of receipt.

18. This Agreement may be executed in any number of count-
erparts, each of which shall bo deeded an original, and all of
which shall be deeded for all purposes one agreement.

19. Anything to tho contrary herein notwithstanding, all
parties hereto understand and agree that tha transactions con-
templated hereunder arc subject to the consultation prior to or
concurrently with the Closing Data of the various transactions
by and between Athletic, Southuect, Stephens, LoFlore C-ao Com-
pany, Athletia Mining Company, Rescollts Company, The Residue
Company, Hox Drilling Company, Service Oaa Corporation and Fort
Smith Oas Corporation, ae described and cat -forth in that cer-
tain "Outline of Proposed Transactions" heretofore delivered to
the parties hereto.

20. In the event that the transactions covered hereunder
ore not oonsu&siated for any reason othor than the default of
Athletic hereunder, South-.-aat and Stephens agree to reimburse
Athletic for all reasonable and necessary coats and expenses
incurred and paid by it in compliance with its obligations set
forth in subparagrapha (b) and (c) of Paragraph 5 hereof.
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were duly authorized in their reapectlve capacities to execute
the foregoing instrument for and In the na.-ne and behalf of
said corporation, and further stated and acknowledged that they
had BO signed, executed and delivered said foregoing instrument
fcr the consideration, uses and purposea therein mentioned and
act forth,

.-,(/
Witness my hand and official aoa) on the /S' day of

February, 1961*. -
('*./ CT> /./ //'My wmmtMlon wpuroi July U, 1068

STATE CP ARKANSAS

CP SEBASTIAN

Notciry Public in and for
Sebaotlen Count/, Arkansas

Cn this day, before me, & Notary Public duly commissioned
'*'and acting within auld Count/ &nd State, appeared in person

the within naned ^"V <? Tem <>Jr- rf- /_»_' ______ . and
F> /- f-UlfVt-)>i_*..' _____ LJZZ> to me personal iy well

known, who stated that they were ths^Preeldent and Saeratary
of SOlTHWeST NATyRAL PRODUCTION' CCMPANY, a corporation, and
were duly authorized la thuir respective etuacltleo to execute
tho foregoing inatr^Biant for oad, In the naxae and behalf of
aaid corporation, and further ^tAt^d and acknaulodged that they
had ao signed, executed and delivered oaid foregoing inotruoent
for the conalderatlon, uaea and purpoeea therein mentioned and
oec forth.

Witness ray hand and official aenl on the J " d a y of
February. 196*. ~~

' '" " and for
5S3--ST AN eaus. -/•;.•. .sA3 Sebdo'tian County,

STATE CP ARKANSAS

•AUNTY CJ JJ£SASTIA»

Cn thla day came before me, a Notary Public duly
commissioned and acting within and for auid County and State,
3. T. STEPliaJS, V). R. sr£H£E»S and VSRNCN J. «SS, to so wall
knovn as the persons v>ho executed the foregoing instrumont aa
members of STEPHENS PROWJCTl^H COMPANY, a Joint Venture, and
stated that they had executed the some for the consideration
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and purposes therein mentioned and set forth and in the
capacities therein stated.

3T7

Witness my hand and official seal on the /^^ day of
February, 196̂ .

»̂,( ___ ____________
t-. v •,-«; t,,z,/jft7 • . Ivfotary Jrubllo lj)xaAs ~f or

sco,,>...,., ccl.. , /.̂ ., LAj Sebastian County, Artcansaa
STATE OP ARKANSAS

COUNTY OP SEBASTIAN

On thto day, before tna, a JJotary Public duly cesalaaicnad
and acting within said County and State, appeared In person
the within named. -<z*«^L s JrL.̂ ,̂ .̂/'__________ and

psrsonally wall____ - --- -
knovm , who stated tyiat they were uhe President and Ssorotary
of RANEY, INC., a corporation, and ware duly authorized in
their respective capacities to execute the foregoing instrument
for and in the name and behalf of _aid corporation, and further
stated and acknowledged that thay had so signed, executed and
delivered said foregoing instrument for the consideration,
uses and purposes therein mentioned and sot forth.

Witness my hand and official seal on the j / t j L day of
February,

Kotary /t'ublio In and for
Sobastlan County, Arkansas
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t.1,' 03^ .'.V.le ĵ.c . :Lr -•.;, .'• ' </._ ..A: Co. xv./

it.. — <j "7 ' •*'"^"_e'~';i

AH ri-l-.tj, titlo cr.d inlarcss o -„< '; ' '.-.lc.sc -l.r-.-j i S. cl -"
r its bcnofit;, ir. s:"1^ r;n r-i -.-.-2.-_l 3c:si3, ,-̂ -...-cl r

cquipacnl ar.d iJ-rturosj or any o./.er ir.v»*'OCi, oJ c.a.y 'int ̂ ri iajo.-i-»ior.
batabla to or unitizcd v.tii tlio rollo-.ars; dcjsriaci oils sn^/or drillir.s -r.

Aetna Tisld, franklin and Lo;an Co-.v.Cisc^ /--Vr^r.^s

Agaew //I Unit

Bonnett «•<! Unit

Unit

if\ Unit

Council i-'l Unit

0-tUs £-1 Unit

Kdrby j/1 Unit

Lsn3 ^1 Suit

A« Law ifl Vnit

Ko to: i/l toit

Jiiatooth //I Unit

L. Mathcws #1 Unit

',., 5 4 3 or Cu .-.'.ship 3 Nort,-,9
r̂ -.̂ c ii V.'ojc

CorsrisJJVj £/,> £oc'.ion !£•;

S.'j Sac'uion £2 3
X/2 S je iion *7 -3S-2

>^ S/'i £;s-iio.'. 13"
r/2 iaation &-3-'-2r.'

//2 Scstlo.1 IS -

risins S/*J Action i;
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Caaeron "ic

Six '6} ehalic-.j prcc-.ci.-i;; jis -./oils s_tUiUd ;_-.
Sc^.ono 3 t>"Ji i-tfii'-CSE — "-s Scc-ionc ;.', — -.w 35"3 -̂--S

Carters'/ma ricM, Kiafceil Cour.^r,, OMaho.-^

.u.-.rr'̂  //I U-.:.t C~-?rl=i.x. £- - -.
££»Ley i,'l 'JAit Co. irlc^r.^ SiJiion 13-.':"--l,J
Holt j-i toit Oc.-.?.-iĉ  Section 3S-?« ' "--
Zio-lor A Oiit Cc-.ansiro Scci.or. 21-5:>'C3

Un<J?i3i3d Unit Csi^r-sinj £»-ction li-/'V3"
U-drillcd Unit Ccv----^S Sceliar. X5-/«-'-i-
U-drilloa Wnit Ceas."*-ls» Scc-ior. S2-9..-23-

Unit Cs-.?nsiAS Soetion 23-9.\'-2iS

Ceanrs Field, Lc?lore County, 0'<lthc=n

Four (»j eiiilio-; arcricir^ a=- wells oi^uitcd in
Sections B tna $-9.\'-27S

Ccdsrs-Ser.trci Fieia, Lo"la.-a Cs^sz;', O'slcio-s.

, . . .
rft i*l Uait 0<*.>.*_;irc Soccer. 5-% -"-

//I Uril Cĉ i.-.5»-.3 SOO-.-OL 12-l>.-:-27J
aiehisoa i'o. Unit Co.--..vsir.3 Ssciios 7--T :-^7-
TidwaU ^1 Unit Co7.?.-_3i.-̂  Sociisn 2i=9:\-"£-

Field » Hajlull w *;,"lors Cci^iasj Kiefcoss,

asn yl I'ait Cc —-.'_;._•» Jcsticn Ii-ir-2:J
Condo ,yi Uni-i. Cw- .̂-i.̂ -^ Sii.J.on 10-3 XtTJ^
i.Van3 i'l unit Cc.vs»*_t_rj £;s.^or. 1-J.J».*_13
Fitc^ofali yl Cait Co.?riiir^ Eie-ior. 12-2.;< Ĵ
Croao i/l U.'.it Cc s.'isins S^ctioa !-£..• ̂  -
Lo-ery /A Unit Cc;rv~:_-c Scci-or. iO-atv-^jS
.%c3co ^1 Unit Co.-?r—ir.s S=etion 17-3S-23.1
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TH33 CONVEYANCE,, dated aa of
1964 (hereinafter called this Conveyance), consisting or
two parts t

PART I being a Conveyance of Oil, Oas and Mineral
Interests 'and Reservation of Production Payment from
Athletio Mining and Smelting Company, a Misoouri corpora-
tion (hereinafter in Part I called the Grantor), to South-
west Natural Production Coapany, a Delaware corporation,
and Jt T. Stephens, doing business as Stephens Production
Company (hereinafter collectively called .the Grantees);
and

PAST XI bo in$ a Conveyance and Aesignsent of Produc-
tion Payment fron eaid Athletic Mining and Smelting Company
(hereinafter in Part II called the Assignor), to Raney, Inc.,
aa Arkansas corporation (hereinafter called the Assignee);

PART Z.
COKVEYAKCE OF OIL, OAS AND MINERAL INTERESTS

AND RESERVATION OP PRODUCTION

ARTICLE FIRST
gonyegapce and^Reaervatlgn and

.Related "Proyiaiona

Section 1.1 Conveyonoe and neBeryateloo. The Grantor,
for valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, and in further consideration
of the covenants, agreements and undertakings herein pro-
vided by the Grantees, by these presents does grant, bargain,

•/.»
sell, convey, assign, transfer, eot over and deliver, effec-
tive as of 7iOO o'clock A.M., Central Standard Time, oa
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. 1964 (said hour and day being
hereinafter called tho Effective Date), unto the Grantees,
la equal undivided eh«7@a, the followlngt

A. Tho oil and gas leases, the oil, gas
and alnoral leases, the leasehold, fed and Bin-
era! interests, tho royalty end overriding royalty
Interests, tho payments out of production and tho
other interest'* which are specifically described
in Exhibit A and Exhibit B attached hereto and
made a part of both Fart I and Part £1 hereof
(hereinafter called Exhibit A and Exhibit B, res-
pectively); subject, hoitever, to the restrictions,
exceptions, reservation, conditions, limitations,
existing produetlon paywents. Interests and other
matters, if any, eet forfch or referred to in the
specific descriptions of laid leases and interests
la Exhibit A and Exhibit 11;

, B. All the Grantor'0 right,'title and inter-
est in, to and under, or dirived from,

(1) all the presently existing unltlza-
tion, oommunltizatlo:i and pooling agreements
and the properties covered and the Interests
created thereby (including, without limitation,
all units formed under orders, regulations,
rules or other offloial.acts of any federal,
state or other governmental body or agency
having or purporting to have Jurisdiction),

(2) all the presently existing on and
gas ealea, purchase, exchange and processing

17 ** contracts and agremaents, and
(3) all other oontraots, agreements and

Instruments,

-2-
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which are described or referred to In Exhibit A
and Exhibit B or which relate to any of the
leases, propertied and interests specifically
described in Exhibit A and Exhibit B (or proper-
ties unitizod, coRisiunitlzed or pooled therewith}
or to the production of oil, gas, easinghead gas
and other hydrocarbons from or attributable to
said leases, properties and interests (all oil,
gas, casinghead gas and other hydrocarbons being
hereinafter eolleotlvely called Hydrocarbons)j

C. Without limitation of any or the forego-
ing, all the Grantor's right, title ant interest
(whether now owned or hereafter aooulreo. by oper-
ation of law or otherwise) in and to the lands
specifically described or referred to In Exhibit
'A end in, to and under, or derived from, al.' oil
and gas leases, oil, gas and mineral leases, lease-
hold, fee and mineral Interests, royalty and ever-
riding royalty Interests, payments out of production,
and other interests of whatsoever character inscfa?
as the same cover or relate to said lands, even
though the Grantor's interest in any speolfio por-
tion of said lands and aald oil and gaa leasese
satd ell, gas and mineral leases, said leasehold,
fee and mineral interests, aald royalty end overrid-
ing royalty Interests, said payments out of pro-
duction, and said other interests bo incorrectly
described or referred to in, or a description of such
interests be omitted from Exhibit A and Exhibit B.
«.*•*

Bach of the above-desorlbod leases, properties,
interests end rights coming within any of the foregoing Sub-
seotlons A, 1 end 0 is hereinafter called a Subject Interest,

-3-

SGL0073212



end all iuoh Ic&oos, proparfciea, interests and rights ara

hereinafter collectively colled tha Subjoct Interests.
The term "Subject Interests" Bhall also include (l) any •
Subject Interest a» the name shall be constituted from
tlma to time after the execution and delivery of this
Conveyance, and aa enlarged by the discharge of any pay=
nents out of produstlon or by the removal of any charges
or encumbrances to whioh such Subject Interest shall be
subject, or otherwise, (il) any and all renewals and ex»
tenotons of any Subject Interest, (ill) all contracts and
agraeaonts suppleaental to or amendatory of or In substitu-
tion for the contracts and agreements described above in
Subsection B of this Section 1.1, Insofar aa the same snail
relate to any Subject Interest, and (iv) all rights, titles
and Interests accruing or attributable to any Subject In-
terest by virtue of its being Included In any unit, pool or
owmminitittd area. Those of the Subject Interests described
or raferred to In Exhibit A are hereinafter collectively
called the Exhibit A Subject Interests, and those of tba
Subject Interests described or referred to In Exhibit £ are
hereinafter collectively called the Exhibit B Subject In-
terests. All Hydrocarbons in and under, or whloh may be
produced and saved from or shall accrue or be attributable
to, the Grantor•B net Interest In, tha Subject Interests
from and aftor the Effective Date are hereinafter called
the Subject fydrooarbons. All Hydrocarbons in and under,
or which may be produoed and saved fron or shall aoorua or
be attributable to, tha Grantor's net interest in, the Ex-
hibit A Subject Interests fron and after the Effective
Date, ara hereinafter called the Exhibit A Subject Hydi-e-
earbonsi and all Hydrocarbons In and under, or which nay
bo produced and saved from or shall accrue or be attribute
able to, tha Oraator's net interest in the Eshlblt B

SGL0073213



Subject Interests from end after the Effective Date, are
hereinafter sailed the Exhibit B Subject Hydrocarbons.

EXCEPTING AND ECCEUDXHO, howover,

from the conveyance in thia Fart Z and retaining snd re-
serving unto the Grantor, as a production payment, an un-
divided eighty-seven and one-half parcel (8?-l/2£) of the
Exhibit A Subjoot Hydrocarbons and an one hundred percent
(200?) of the Exhibit B Subject Hydrocarbons '(said per-
centages being hereinafter colleotivoly called the Reserved
Percentage). The Reserved Percentage of the Subject Hydro-

4

carbons ia hereinafter called the Production Piyment Hydro-
carbons, and the Production Payment Hydrocarbon*, together
with all other rights, titles, interests, estates, reaedlos,
powers and privileges appurtenant or Incident thereto, ere
hereinafter called tho Production Payment. The ascertain-
mont, computation, receipt and realization of the Produotion
Pajnoent Hydrocarbons shall bo subject to the further }>rovi-
sions of thia Fart I*

AND TICS FART I FURTHER WXTKSSSSTR that, for
tho consideration aforesaid, the Grantor by these presents
does grant, bargain, soil, convey, assign, transfer, set
over and deliver, effective as of tho Effective Data, untc
the Grantees, in equal undivided shares, all tho Grantor's
right, title and interest in and to

(l) all property, whether personal or
real (other than oil, gas or other mineral
interests), tangible or intangible, and

(ii) all improvements, easeaents, per-
*/•' alto, licenses, servitudes and rights of way,

now or hereafter situated upon, or used or useful or held
for future use in connection with the exploration, develop-
ment or operation of, any of the Subject Interests, or of

-5-
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any unit, pool or oooraunltlzed area that includes any ef
the Subject Interests, or uood or useful or held for future
use in commotion vith the production, treatment, storage
or transportation of Hydrocarbons or other minerals there-
from, including, without limitation, all wells of any kind
or type, casing, tubing, derricks, tanks, boilers, eepara-
tora, rods, pumps, flow lines, water lines, gas lines,
buildings, fixtures, liquid recovery equipment, machinery

»

and other equipaant, pipelines, power lines, telephone and
telegraph lines, roads and other appurtenances, all suoh
property, improvements, easements, permits, licenses, servi-
tudes and rights of way being hereinafter called the Oper-
ating Property.

TO HAVE AMD TO HOID the Subject Interests (less the
Production Payment exceptcd, excluded, retained and re-
served as aforesaid) and the Operating Property which are
hereby granted, bargained, sold, conveyed, assigned, trans-

*
ferred, set over and delivered as aforesaid unto the Grantees,
their successors and assigns, forever, subject, however, to
the terns, provisions, exceptions, reservations, covenants
and agreements herein cat forth.

Section 1.2 Computation of_ Production Payment.
All the provisions of this Part I with respect to the ascer-
tainment and computation or tho receipt and realization of
the Production Payment Hydrocarbons or with respect to the
discharge of the Production Payment shall be subject to tho
limitations, provisions and conditions sot forth in the fol»
loving Subsections A to 0, inclusivei

•'•' A. The terms "Subject Hydrocarbons" and
"Production Payment Hydrocarbons" shall be deeeed
to inolude the proceeds of ouch Hydrocarbons and
payments mado under the terms of any oil or gas

-6V.
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sales or purchase contract or agreeoent as a
result of the failure to take and receive the
Binifirum quantities required to be taken pursuant
to such contract or agreement; provided, however,
that credit against subsequent takings of Hydro-
carbons thereunder shall bo given hereunder for
any such payments to tha extent required under
any auch contract or agreement.

B. For the discharge of tha Produotion
Payment the Grantor shall look exclusively to the
Production Payment Hydrocarbons and tha Orantees
shall not be liable for such discharge; provided,
however, that nothing herein shall relieve tha
Qranteea of their liability to respond in damages
for any breach of the covenants, agreements and
undertakings herein made by the Grantees.

0. The Production Payment shall not be dis-
charge able out of any products resulting froa any
manufacturing, processing or refining operation,
except to the extent of that portion of such products
tha value of which represents the fair market valua
at the wellhead of the Produotion Payment Hydroear-
boas used in the staking of such products.

D. The Production Payment shall not be dla-
chargeable out of any bonus which the Orantees shall
receive for any future lease, sublease or assignment
of any of the Subject Interests or out of any delay
rental paid to tha Grantees for the privilege of
deferring the commencement of a well on any of the
'Subject Interests or out of any payment or other
adjustment for wells or leaoehold equipment by reason
of tha unitlsation, eoroaunitizatlon or pooling of
any of the Subjoot Interests.

-7-
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E. Tho Subject Hydrocarbons shall not in-
clude any Hydrocarbons which are unavoidably loot
In the production thereof or whioh are produced and
aaved from, er accrue or are attributable to, any
Subject Interest and used by the Granteca in conform-
ity with sound field practices for drilling or pro-
duction operations (including gaa injection, secondary
recovery, pressure maintenance, repreosuring or cyc-
ling operationo) conducted for the purpose of pro-
ducing Subject Hydrocarbons from such Subject
Interest, but only BO long as ouch Jfydrooarbons are
so used.

7. Nothing in this Conveyance shall be
construed aa modifying any of tho obligations of
tho lessee with respect to any lease froa Indian
triboa, bands ox* groups, and any lease on lands al-
lotted to Indians in severally, included la tho Sub-
ject Interests, including, without limitation, ob-
ligations for diligent development and operation,
protection against drainage, compliance with oil and
gas operating regulations (30 CPU Part 221), and the
requirement for departmental approval before abandon-
ment of ai^ well situated on suoh lease. All such
obligations are to remain in full foroe and effect,
es if free of the Production Payaent. The existence
of the Production Payment, whether or not actually
paid, shall not be considered as Justification for
the approval of abandonment of any veil situated on
such lease. This Suboeotlon P is inserted In this
Conveyance as & condition in order to comply with
the provisions of 25 CFR 17l.26*(d), 172.22(d) and

-8-
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Section 1.3 Amount. Term and Discharge of Produc-

tion Psynmnfe. 2no Prediction Payment shall continue and
remain In full force and effect until the Grantor shall

have received and realized, out of the Production Payment
Hydrocarbons, the aggregate of the amounts specified in
Subsections A, B, 0, D and E of this Section 1.3, free and
clear of all exploration, development, operating, lifting,
gathering, storing, producing, compressing, dehydrating,
treating, reworking, repair, processing, marketing, trans-
porting and other coots and expenses of every kind (here-
inafter collectively called Produotion Expenses):

A. TTie full net sua of Seven Million Dollars
($7,009,000) (hereinafter called the Primary Sum);
plus

B. An amount computed frota ____„__________
1, ab the rata of five and three-eighths percent

(5-3/8$) per annum on the unliquidated balance of
tho Prlnary Sum] plus

0. An amount equal to tho aggregate of all
amounts which nay toe paid by the Orantor en account
of

(1) ad valorem taxes (or taxes loposed
or asoeosed in lieu thereof) Imposed or as-
sessed upon tho Produotion Payment or any
mortgage thereof or upon the Production Pay-
sent Hydrocarbons, which have not been paid by
the Grantees as required by Section 3.IE, and

(2) severance, groos production, occupa-
tion, gathering, pipeline regulating and other

'''"* taxes, assessments end governmental charges of
every kind that are levied or imposed upon or
assessed with respect to or oeaoured by or
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thereof by such assignee or grantee,
(2) any Indebtedness Incurred by such

assignee or grantaa in connection with the
aaquisitlon of the Production Payment or any
part thereof, and/or

(3) the receipt of the proceeds of tha
Production Payment Hydrocarbons,

together with an amount equal to interest thereon at
tho rato ef 6% per annum from tho date of payment;
provided, however, that there* shall not be included
in auch amount any tax attributable to tho gain from
any salo or other disposition of tho Production Pay-
ment or any part thereof to tho extent that such gain
is attributable to the receipt for suoh sale or
other disposition of a consideration in excess of
the unliquidated balance of the Prisary Sum or, in
tha oast of a partial Bale or disposition, in excess
of that part ef auoh unliquidated balance attributable
to tha part ef thd Production Payment BO sold or dis-
posed ofi plus

E. An amount equal to the aggregate amount
of all reasonable expenses (including all fees and
expanses of counsel, counsel for any lenders, inde-
pendent public accountant* and other independent ex-
perts) of any assignee or grantee of the Grantor
incidental to the aoô isltion, ownership, tranufor

and mortgaging ef the Production Payment or &iy
part thereof, the preparation, execution and record*
ing of all documents related thereto, the obtaining«•./
of any loan secured thereby (including the obtaining
of ooBsaitaenta for any such loan), tho receipt and
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disbursement of moneys on account of any such loan

(including, without limitation, all fees and other
amounts, aggregating not in excess of t> .. _ —
per month, which way be charged by any lenders to
defray their internal accounting and bookkeeping
expenses in connection with auch receipt and dis-
bursement) and the contest (through litigation or
otherwise), release or discharge of any adverse claim
or demand made by any parson effecting, in any man-
ner whatsoever, the Produotion Payment Hydrocarbons,
which shall have been paid or incurred by any suoh
assignee or grantee, together with an amount equal to
Interest thereon at the rate of 6£ per annum from the
date of payment; provided, however, that the aggre-
gate eaount (exclusive of amounts equal to Interest)
which all suoh assignees and grantees shall be en-
titled to receive on account of all suoh expenses
(other than expenses in connection with the contest,

1 release or discharge of any euoh adverse claim or de-
mand) during the entire tens of tha Produotion Pay-
ment shall not exoeed t__________, plus all fees
and other amounts, aggregating not mora than & _
per month, which may bo charged by lenders to defray
their Internal aooounting and bookkeeping expenses
aa provided above;

IT SEIKO THE INTENTION HEREOF that the Grantor shall be en-
titled to receive and realize out of the Production Paywent
Hydrocarbons the aggregate of the amounts above specified
in Subsections A and B of this Section 1.3* free and clear

•'./
of all Production Expenses (vihlch shall be borne and paid by
the Oranteea), and over and above all taxes, assessments,
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charges, fees, costs and expenses of the character end of
the amounts described and specified in Subsections C, D
and £ of this Section 1.3. Reference in the foregoing
Subsections D and E of this Section 1.3 to any assignee or
grantee of the Grantor shall bo deemed to include the suc-
cessive successors and assigns of such assignee or grantea.

All Production Taxes imposed with rei-pect to
or measured by or charged against; the Produotion P&ysent
Hydrocarbons end for whish the Grantor is liable may ba
deducted from the prooeeda of Production Payment Hydrocar-
bons end paid for the account of l,ha Grantor, and in the
case of any such deduction the eo.ount so deduoted shall be
deeaed not to be prooeeda of Produotion Payment Hydrocarbons
received or realized by the Ora-itor.

The tens "Accounting Month" shall mean any
monthly period commencing with and including the 2?th day
of any calendar month and ending on and including the 26th
day of the next succeeding calendar month.

For all purposes of this Conveyance, the pro-
ceeds of Produotion Payment Hydrocarbons actually received
by the Grantor during any Accounting Month shall be deeaed
to have been received and applied immediately after the
opening of business on the first day of the next succeeding
Accounting Month; provided, however, that, if any date of
application specified above shall be a Saturday, Sinday or
legal holiday under the law of the jurisdiction in uhieh
such proceeds shall have been received by the Grantor, such
prooeeda shall be deemed to have been received and applied
on the first business day next succeeding such regular
applioation date which is not a Saturday, Sunday or legal
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holiday. Any such date or day of application is herein
oailed a regular application date. Such proceeds shall bo
deemed to have been applied on each regular application
data to the extent thereof and In the order set forth be-
low t

gj-rat. to the amount referred to in the fore-
going Subsection B of this Section 1.3 accrued up
to (but note including) the relevant regular applica-
tion data, and

Second, to the amount referred to in the fore-
going Subsection C of this Section 1.3, to the
extent then ascertained, and

Third, to tho amount referred to in the fore-
going Subsection D of this Section 1.3, to the
extent then ascertained, and

Fourth, to the amount referred to in the fore-
going Subaeotion E of thia Section 1.3, to the
extent then ascertained, and

Pifthj tht remainder shall be applied to the
reduction of the unliquidated balance of the Primary
Sumj

provided, however, that, in the event such proceeds 00 avail-
able for application on any euch regular application date
shall be insufficient to cove? tho full amount specified in
the foregoing Clause First, the unliquidated balance of the
Primary Sum ahall be forthwith Increased by an amount equal
to the amount of any euch deficiency; and provided, further,
that amounts thereafter accruing pursuant to Subsection B
of thia Section 1.3 by reason of euoh increased eaounts shall
not bo'payable from Subject Hydrocarbons produced in any
state where applicable law precludes such payment.

-1H-

SQL0073222



When the aggregate of the amounts specified
in the foregoing Suboeotloo A, B, C, D and £ of this Section
1*3 (together with all increased in the unliquidated balance
of the Primary SUB expressly provided for in this Part I)
shall have been received and realized by the Grantor as
aforesaid, then, subject to the proviaiona of Section 1.5,
the Production Payment shall ba fully discharged.

Section I.ft MarkettnrL-End Taking in Kind, The
Grantees Mill duly perform all obligations porforaable by
them under all contracts and agreements for the sale of any
of tha Subject Hydrocarbons, whether presently existing or
hereinafter entered into in accordance with the provisions
of this Section I.ft (said contracts and agreements being
hereinafter collectively called the Production Sales Con-
tracts), in accordance with the tonaa thereof and will take
all appropriate measures to enforce the performance of the
obligations of third parties under eaoh Production Sales
Contract. Th« Production Faycent Hydrocarbons ehall be
delivered by or on behalf of tha Grantees, as produced end
saved, to the credit of the Grantor, free of all Produotion
Expenses, into the pipeline or pipelines to which the wells
producing such Produotion Payment Hydrocarbons may be con-
nected or to such other point of purchase cs la reasonably

required In the marketing thereof.

The Grantees shall market the Production Pay-
ment Hydrocarbons, on behalf and for the account of the
Grantor, on the eane basis as the Grantees market their
share of tha Subject Hydrocarbons but never for less than
tho fair oarket value thereof at the wellhead or, in the
ease of sales pursuant to then validly existing contracts
or agreements described or referred to in Exhibit A or
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hereafter entered Into, at the contract prices thereunder;
provided, however, that any contract hereafter mado by the
Grantees severing the eale of any Production Payment Hydro-
carbons shall contain tha normal and usual provisions as
to prloo and other matters customary in the industry for
similar contrasts covering Hydrocarbons of tha same or
Ilka gravity, kind or <iuallty produced in tha ares In which
auch Production Paypcnt Hydrocarbons are produced.

The Grantees shall be entitled to purchase, for
their own use and sot for sale to others, any part of or all
the Production Payment Hydrocarbons, and, if the Grantees
shall so purchase any Production Payment Hydrocarbons, the
Grantees shall pay to the Grantor, on or before the
day of each Accounting Month next succeeding the Accounting
Month in which euoh purchase shall occur, an amount equal
to the fair aarket value thereof at the wellhead at the
time of euoh purchase, less any Production Taxes thereon
deducted and paid for the account of the Orantor as provided
by Section 1.3*

From tiae to time, upon the giving of at least
120 days' prior notice in writing to the Grantees, the
Orantor shall be entitled at its election to take in kind
any part of or all the Production Payment Hydrocarbons,
subject, however, to tha rights of third persons under any
then existing Production Sales Contracts described or re-
ferred to in Exhibit A or to which the Orantor shall have
theretofore given its consent in writing; and provided, fur-
ther, that such notice shall specify each of the Subject
Interests or portion thereof from which such Production Pay-
ment Hydrocarbons are to be taken and shall specify the date
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of ooramenoetaent of taking by the Grantor (which shall bo
the first day of a calendar month) and each taking shall
be for the period (which shall not be less than one year)
specified in such notice. In tho event that tho Grantor
ao elects to take any of the Production Payment Hydrocar-
bons, the Grantor shall market euch Production Payment Hydro**
carbons for the beat price obtainable when marketed, but
never for leos than the fair market value at the wellhead
when taken, or, in the case of sales pursuant to such Pro-
duction Sales Contracts, at the contract prices receivable
thereunder, and the proceeds of any euch sale shall be applied
to the Production Payment to the same extent and in the aaoo
order provided by Section 1.3 as if such Production Payment
Hydrocarbons had been marketed by the Grantees. No auch
taking by the Grantor shall obligate the Grantees to incur
any additional expense by reason of ouch taking, but the
Grantees ahall continue to pay Production Expenses in the
aaaa Banner and to the ease extent hereunder as If there had
been ao euch taking by the Grantor.

The obligations of the Grantees shall be sub-
Jeafc to compliance by the Grantees with the Natural Gas Aot
and the applicable rules end regulations of tho Federal Power
Commission. Rates permitted to be paid for Production Pay-
ment Hydrocarbons pursuant to tho Natural Gas Aot end such
rules and regulations ahall control in tho event that the
rates established by such rules and regulations shall be
leas than prices established in Production Sales Contracts.
The Grantees shall make all required filings with the Federal
Power Commission effecting Production Sales Contracts or the
Subject Hydrocarbons.
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Section 1,5 Withholding and Restitution of

of Production Payment Hydrocarbons. If any of the proceeds

of the Production Payment Hydrocarbons ehall be withhold for
any reason whatsoever, then the Grantor shall be deemed not
to have received or realized any proceeds from such Produc-
tion Payment Hydrocarbons until, and only to the extent that,
the proceeds from the sale thereof chall havo bean received
and applied to the Production Payment. If, at any tine or
from time to time, either before or after the receipt of the
full aggregate amount of the Production Payment specified
in Section 1.3, the Grantor shall be compelled, for any rea-
son whatsoever, to mako any payment or restitution on ac-
count of proceeds of any Production Payment Hydrocarbons
theretofore received by the Grantor (whioh proceeds ohall
be deemed to have been the proceeds Boot recently applied
pursuant to Section 1.3), then the unliquidated balance of
the Primary Sum shall, to the extent, If any, that such Primary
SUB shall ba affected by such payment or restitution, be in-
creased, effective as of the date on which the payment or
restitution shall be made, by tho anount of the proceeds so
paid over by or on behalf of the Grantor (plus all amounts
which shall be paid by or on behalf of the Grantor in the
nature of interest, damages and penalties).

ARTICLE SECOND
PROTECTION TO PURCHASERS OP PRODUCTION

Section 2.1 Notice. No pipeline company or other
person purchasing or taking or processing any Subject Hydro-
carbons shall be required to take notice of, or keep in-
formed as to, the discharge or termination of tha Production
Payoont until they receive wrlttan notiee from the Grantor
advising them of such discharge or termination.
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ARTICLE THIRD

07 THE GRANTEES

The Grantees hereby covenant as follows t

Section 3.1 Operation of the Subject Interests.
The Grantees, so long as the Production Payment shall remain
in fores and effect, will, at their own coat end expense and
irrespaotive of who may be tho operators of the Sub Jest In*
tereats, cause »

A* all rentals and all royalties and over-
riding royalties to be paid promptly with respect
to each oil and gas lease, or oil, gas end mineral
lease, interests in which are included in the Sub-
ject Interests, and all other obligations on the
part of the lessee thereunder, expressed in or la-
plied under eaoh such lease or expressed in or 1s-
plied under any assignment or subleaoo thereof, to
be punctually performed, and eaoh suoh lease, and
eaoh easement, permit, license, servitude and right
of way neoessary or appropriate to the operation of
eaoh suoh lease, to be kept in full force and effect,
free of cancellation, forfeiture or any accrued right
of termination, by the payment of whatever BUBS may
beoooe payable and by the perf orannoa of whatever

obligations may become porforaablo;
B. eaoh of the Subject Interests to be main-

tained, developed, operated and improved in strict
conformity with all applicable contracts and other
instruments and in accordance with generally approved
practices of prudent operators in the industry and
with applicable federal, state and local laws, rules
and regulations (except those being contested in good
faith} to the end that each well capable of producing
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Hydrocarbons in paying quantities shall produce and
continue to produce the full regulatory allowable
of Hydrocarbons, if any, to the extent of the capacity
of aueh well;

C. all to be done that, according to gener-
ally approved practices of prudent operators in the
industry, nay be appropriate to maintain and to pro-
tect from diminution the productive capacity of the
Subject Interests and each producing wall thereon,
including cleaning out and reconditioning each such
well fiwffl time to tine, plugging and reeomploting
each such well at the same or a different level,
drilling a aubatitute well (including supplying of
all necessary related facilities therefor) to the
same formation froa tine to time and drilling of ad-
ditional veils (including supplying of all necessary
related facilities therefor) to.conform to ehansad
spacing regulations and to protect the Subject In-
terest B against drainage whenever and as often aa
necessary;

D. all liabilities of every kind relating to
the Subject gydrocarbone, including, without limita-
tion, all liabilities for labor, services, material,
supplies and equipment incurred In, or arising froa,

the administration, operation or development of the
Subject Interests or the gathering, producing, com-
pressing, dehydrating, treating, processing, storing,
oarketing or transporting of the Subject Hydrocar-
bons, to be paid punctually when due or, as to any
of such liabilities which ara being contested in good
faith and as to which tho Grantees shall have oat
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aside on their books appropriate reserves, promptly
after the final determination of ouch contest;

E. all machinery, equipment and facilities
of any kind now or hereoffeer located on the Subject
Interests and used or useful in the operation there-
of for the production cf Hydrocarbons therefrom to
be provided and to be kept in good and effective
operating condition, ar.d all repairs, renewals, re-
placements, additions and improvements thereof or
thereto needful to such end to be promptly made;

P. written notice to be given to tha Grantor
of every adverse claim or demand affecting the Sub-
ject Interests or the Subject Hydrocarbons in any
manner whatsoever, or of any proceedings instituted
with respect thereto, and all necessary and proper
steps to be diligently taken to protect and defend
the Subject Interests and the Subject Hydrocarbons
against any such adverse claim or demand, including,
without limitation, the employment of counsel for
the prosecution or defense of litigation and the con-
teat, release or discharge of any ouch olaim or de-
mand)

0. all ad valorem taxea (or taxes imposed or
assessed in lieu thereof). Production Taxes, and all
other taxes, assessments end governmental chargoa
of every kind, including interest and panaltlee, if
any, levied or imposed upon or assessed with respect
to or Heasurod by or charged against the Subject
Interests or the Subject Hydrocarbons or the ?roduc«

f

tlon Payment or againot the Grantor by ro&sen of its
ownership of the Production Payment or against any
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mortgagee of the Production Payment by reason of
his or its mortgage interest, to be rendered and
to be paid punctually before the seme become de-
linquent or, as to any of such taxes, aosoosmcnta
and chargaa which are being contested in good faith
and as te which the Grantees shall have set aside
on their books appropriate reserves, promptly after
the final determination of such contest, and the
Grantees shall indemnify the Grantor against and hold
it harmless from any and all costs, expenses, losses,
claims and damages arising from any failure by the
Grantoea to comply with the provisions of this Sub-
section 0; and

K. the grantees* interest In each of the Sub-
ject Interests to be kept valid and subsisting and
free and clear of lions, charges and encumbrances
of every kind, other than (1) taxes constituting a
lien but not yet due and payable, (2) defects or Ir-
regularities of title, or liens, charges or en-
cumbrances, which are not such aa to Interfere with
the operation, value or use of such Subject Interest,
or materially affect title thereto, (3) Produetion
Sales Contrasts, (4) those aet forth or referred to
In tha specific descriptions of the Subject Inter-
ests In Exhibit A, (5) those being contested In good
faith, and (6) those consented to In writing by the

Qrantorj
PROVIDED, HOWEVER, that the Grantees shall have the right
to abandon any Subject Interact (or any portion thereof)
when there is no well located on such Subject Interest (or
suoh portion thereof) which Ic capable of producing Hydro-
carbons in paying quantities and when the Grantees have
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reasonably determined that (l) no existing well may be re-
completed, and no additional well nay be coaipleted, thereon
which would be capable of producing Hydrocarbons in paying
quantities, and (ii) no pressure maintenance or secondary
recovery operations nay be instituted with respect to auch
Subjeot Interest (or such portion thereof) which would re-
eult in the production of Hydrocarbons in paying quantities
from or attributable to such Subject Interest (or such por-
tion thereof).

For all purposes of this Section, an existing
well shall be deemed to be capable of producing Hydrocarbons
"in paying quantities" unless a permanent condition shall
exist whereby the aggregate value of the Hydrocarbons pro-
duced from such well (leaa only the Hydrocarbons attribut-
able to lessors' royalties, overriding royalties and payments
out of production described or referred to in Exhibit A or
Exhibit B other than the Production Payment) is less than
.the direct costs of operating such well and preparing tha
production thereof for marketing. For all purposes of this
Section, a well which stay raeult from additional drilling
or which may be the subject of reeoapletion, pressure mainten-
ance, or secondary recovery operations, shall be decnod to
be capable of producing Hydrocarbons "in paying Quantities"

if, In the light of conditions existing at the time of the
determination and which are not of a temporary nature, it
is estimated that the aggregate value of the Hydrocarbons
to bo produced from such well (lean only the Hydrocarbons
attributable to lessors' royalties, overriding royalties
and payments out of production described or referred to in
Exhibit A or Exhibit B other than the Production Payrrent)
shall exceed the then estimated direct costs of operating
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such well and preparing the production thereof for marlcet-
ing.

"Dlsect costs" shall Include only the coot of
labor, transportation, other services, materials, equipment
and supplies, and aaounts paid or to be paid independent
contractors. Payments en account of the Production Payment
or on account of any royalties, overriding royalties or
any other payments out of production shall not be deemed
to constitute "direct costs".

If the Grantees shall use any Hydrocarbons
other than Subject Hydrocarbons in conducting any gas in-
jection, secondary recovery, pressure maintenance, repres-
auring, cycling or other producing operation, such Hydrocar-
bons shall remain the property of the Qranteea and the
Grantees nay recover the same on a basis satisfactory to
tho Grantor.

Anything herein to the contrary notwithstand-
ing, the Grantees, with respect to those Subject Interests
which are operated by operators other than the Grantees,
shall not be obligated to perform undertakings perforaable
only by such operators and beyond the control of either of
the Grantees; provided, however, that each of the Grantees
will promptly take all such action available to It to en-
force or secure tho performance of any such undertakings
required to be performed by such operators.

Section 3.2 Reports to the Grantor. While the

Production Payment remains in force and effeet, the Grantees
will, at their own expense, furnish to the Grantor, in such
fora and number of counterparts as the Grantor aay request,
the followingi
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A. Upon request of the Grantor, but not more
than once in any calendar year, reports prepared
by or for the Orantocs concerning (1) the productiv-
ity end the productive life of each of the wells
inoluded itx the Subject Interests or covered by any
unitization, coonmmitisation or pooling agreement
to whioh any part of the Subject Intareat3 may at
tho tino be subject, (2) the quantity of the Hydro-
carbons recoverable from tho Subject Interests, (3)
tho estimated date upon which the Production Pay-
ment will bo discharged, tho estimated unliquidated
balance of tho Primary Sum ao of each regular ap-
plication dato falling in _____________, of
each year prior to such estimated date and the pro-
jected ineemo and expense attributable to the Sub-
ject Interests, (4) tho expediency of any change In
methods of treatment and operation of veils included
in the Subject Intercuts, any new drilling er de-
velopaent (iaeluding, to the extent available, an
estimate of the reserves of Subject Hydrocarbons
attributable to any new well), any proposed abandon-
ment &f & well, any plugging of a well end any re-
csmpletion of a well at the oame or a different level,
any method of repreosuring in the field, o»- any
ether action with reapoot to the Subject Interests,
the decision as to which may increase or reduce the
voluae of tho Hydrocarbons ultimately recovorable
from the Subject Interests, or the rate of production
therefrom, or which tcay shorten or prolong the
period of tlae required for tha discharge of the
Production Payment, and (5) the nuabor of wells .
operated, drilled, abandoned, plugged or reconpleted.
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B. Within 60 days after the end of each Ac-
counting Month, a report showing for such Accounting
Jlonth the gross proceeds of tha sale of the Subject
Hydrocarbons (including Subject Hydrocarbons pur-
chased by tho Grantees for thsir ovm use), the
quantities ao sold, the taxes deducted from or paid
out of such proeeedo, tho proceeds of Production
Paysent Hydrocarbons receivable by the Grantor out
of said gross proceeds, and such other information
as the Grantor may reajonably request (all inform-
tlon furnished pursuant to this Subsection B to be
classified according to each Subject Interest or on
such other baois as tha Grantor may reasonably re-
quest).

C. Within 45 dayo aftor January 1 e£ each
year, conraenoing with tho year 1965, a report shott-
ing as to the preceding calendar year tho number of
units with which tha Subject Interests (or any portion
thereof) have been pooled or combined pursuant to
Section 5.1 or otherwise, the location and descrip-
tion thereof, the reocrda, and the volumes and pages
thereof, in which the pooling or cccojunitisation
agreements, unit deslcna'clona or ether instruments
required by Section 5.1 have been filed and recorded,
the number of fleldwlde unltizatiotis to which the
Subject Interests (or any portion thereof} have been
node subject by the specific authorizations ef the
Grantor and the Grantees and their locations and
descriptions and othe:* data pertinent thereto, end
tho number, location and description of any pressure
aalnfconance ©r oecondsry recovery opsrafeiona ea'
tha Subject Interests (or any portion thersof).
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Section 3.3 Access to Sub Teet Interests. The
Grantees will permit any reprenentativca designated by the
Grantor at any reasonable time to make such inspection of
the Subject Interests and the Operating Property as euch
representatives shall deem proper, and Kill furnish to
the Grantor, if and whenever requested, such detailed in-
formation as the Grantor say reasonably request concerning
the Subject Interests, the administration, operation and
development thereof, and the gathering, producing, eomprea-
fling, dehydrating, treating, processing, storing, marketing
or transporting of hydrocarbons therefron.

Section 3.4 Beaedies of the grantor. Should the
Grantees fall promptly to perform or observe any of the cov-
enants, agreements and undertakings provided in this Fart
I to be performed or observed by tho Grantees, or either of
them, and such failure continue unreaadled for more than 30
days after written demand for performance in. made of the
Grantees by tho Grantor, or should either of the Grantees
bee CEO insolvent or malco an assignment for the benefit of
creditors or be adjudicated a bankrupt or adait in writing
its inability to pay ito debts generally as the saca become
due, or should any proceedings be instituted by either of
the Grantees under any state or federal law for relief of
debtors or for tho appointment of a receiver, trustee or '
liquidator of itself or of any of tho Subject Interests, or
should a voluntary petition in bankruptcy or for reorganisa-
tion or for an adjudication of either of the Grantees as
an insolvent or a bankrupt be filed by euoh Grantee, or
should a receiver, trustee, or other officer appointed by
any court or any sheriff, constable, marshal or other sia-
ilar governmental officer under color of legal authority
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aeize any of the Subject Interests or any of tha Subject
Ifydrocarbons end hold possession thereof for a. period of 30
days, then, so long as any such event (herein called a
Remedial Event) shall have occurred and be continuing, tha
Grantor, in addition to all othor remedies available to it
at lav or in equity,

A. shall thereupon and thereafter have the
continuing right, privilege and option (but shall be
under no duty)

(1) to effect perforaanoo or observance,
on behalf and at tha expense of the arantees,
of Buoh covenant, agreement or undertaking

* -

which has not been performed or observed by
the Grantees, or either of them, in which event
tha Grantor stay advance funds and incur and pay
bills far expenses for such purpose, and/or

(2) to pay any of the costs, expenses,
fees, taxes, aasesomento, governmental charges,
liabilities, rentals, royalties and other
amounts which the Grantees have agreed to pay
under any of the provisions of this Part I and
which have become dollwjuent,

and may, in either case, at the option of the Grantor,
be ralfflbursed out of the proceeds of the Subject
Hydrocarbons attributable to the Grantees1 interests
therein, together with interest on the unreisbursed
esounto at the rata of 6% per annum fron the date of
such advancement or paycent, and any purchaser of
such Subject Hydrocarbons is authorised and dtrectad
to remit directly to tha Grantor all amounts payable
by ouch purchaser for the Subject Hydrocarbons
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attributable to the Grantees' interest therein to
the extent of the amount which the Grantor shall
certify to such purchaser that it has advanced or
paid and which ths Grantees are obligated to pay
under any of such provisions, and

B. upon written notice to the Grantees by
the Grantor, shall succeed to all rights of the
Grantees with respect to the possession, operation,
exploration and development of the Subject Interests
held by them (including, without limitation, all
righto of the Grantees under the Production Sales
Contracts), and may uco in connection therewith the
Operating Property and all other properties and
rights of a sUailar character acquired by virtue of
or in connection with the Grantees* ownership ©f
the Subject Interests then hald by the Grantees and
situated upon or used in connection, with the adminis-
tration, operation, development or exploration of*
the Subject Interests or the gathering, producing,
compressing, dehydrating, treating, storing, market-
ing or transporting of the Subject Hydrocarbons, and
the Grantor shall have the right, on behalf and for
the account of the Grantees, to sell and utilize all
the Subject Hydrocarbons attributable to the Grantees'
Interests therein and to apply the proceeds thereof
to tho costs and expenses (including counsel fees)
of the administration, operation, development and
exploration of the Subject Interests or th@ gather-
ing, producing, treating, processing, storing, car-
keting or transporting of the Subject Hydrocarbons
and to reimburse the Grantor for any asounta ex-
pended by the Grantor in paysisnt of eueh costs and
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expenses, and, to the extent that auch anounts
are not paid out of the Grantees' Interests in the
proceeds of cuch Subject Hydrocarbons, the Grantees
shall reimburse tho Grantor upon demand for all
aueh amounts not eo paid, together with Interest on
the unrelmburced amounts at the rate of 6£ per an-
num from the date of such expenditure, and

C. shall be entitled to specific performance
or observance of such covenant, agreement or under-
taking or to apply to a court of equity in aid of
the execution of any power herein granted and for
the appointment of a receiver of the Interests in
the Subject Interests held by the Grantees and the
Subject Hydrocarbons attributable to such interests.

All rights and remedies to which the Grantor
shall have beoorca entitled under this Seotion 3.4 shall ter-
minate either (i) when the Production Payment is discharged
or terminates, and aU amounts then due and payable to the
Grantor pursuant to this Seotion 3.4, including amounts
payable for Interest aa aforesaid, shall have been duly paid
la full, or (li) at such earlier date when no Remedial Event
shall be continuing and all cuch aaounts shall have been
duly paid in full, without prejudice, however, to the exer-
ciea of any rights and remedies horein conferred upon the
Grantor In the event of any subsequent failure of the
Grantees to perform or obsarvs any of the covenants, agree-
ments or undertakings provided in this Fort I to be par-
formed or observed by the Grantees, or either of them.
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ARTICLE FOURTH

WARRANTY 0? TITLE

Section 4.1 Warranty of Title. Subject to the Pro-
duction Payment, tho matters referred to in Exhibit A and
the provisions of Seetion 6.2, the Grantor hsroby binds it-
self to warrant and forever defend title to all and singular
the Subject Interests and the Operating Property unto the
Grantees, their successors and assigns, against every person
whomsoever lawfully claiming or who may claim the same or any
part thereof. The conveyance in this Part I is made with full
substitution and subrogation of the Grantees in and to all
covenants and warranties heretofore given or made by others
in reapoct of the Subject Interests and the Operating Property
or any part thereof.

t

ARTICLE FIFTH

ASSIONABILITY

Section 5.1 SaleJ_Ete_. of Subject Interests, accept
as permitted by Seetion 3.1, the Grantees shall not, without
the consent in writing of tho Grantor, make any sale, convey-
ance, assignment, lease or sublease, in whole or in part, of
any of the Subject Interests or the Subject Hydrocarbons while
the Production Payment remains in force and effect. The
Grantees shall not, without tho consent in writing of the
Grantor, permit an increase in any royalty, overriding royal-
ty or payoent out of production existing on the Effective Data
to which the Subject Interests ara subject aa specified in
Schibit A, if any auoh royalty, overriding royalty or payment
out of production is owned by the Grantees or any Affiliate
(as hereinafter defined) of either of them. Except with the
consent in writing of the Grantor (which consent shall not be
unreasonably withheld) and while the Production ?ayn:;p.t rcr.aina
in force and effect, the Granteea shall not pool or û .itiza tho
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Subject Interests (or ony portion thereof) with leasehold,
mineral or other Interests which are not Included In the
Subject Interests and In which the Grantees or any Affiliate
of either of them owns any Interest, other than for the pur-
pose of forming a drilling unit (which shall be of no sore
than the standard size for one well in the relevant area
where situated} when, in the Judgaent of the Grantees, It
la necessary or advisable to do so In order to faellitate tha
orderly development of the Subject Interests, and tho produc-
tion from any such drilling unit shall bo owned by each of
tho contributora thereto in tho same proportions as the res-
pective surface acreages contributed to euoh unit by each
of ouch contributors. The Grantees nay, however, without
the consent in writing of the Grantor, from time to tltaa pool
or unitlze the Subject Interests (or any portion thereof)
with any other portion of the Subject Interests or with lease-
hold, mineral or other interests In which neither of the
Grantees nor any Affiliate of either of them owns any inter-

• est. Forthwith after the fora&tion of any fieldwide unit,
the Grantees shall furnish to the Grantor a true copy of the
unltlzatlon agreement or other instrument creating euch unit,
together with any operating agreement relating thereto, In
such reasonable number of counterparts &a tho Grantor say
from time to time request. The signature or Joinder of the
Grantor ahell not be necessary to instruments evidencing the
pooling and unltlzatlon herein authorized. Aa used In this
Conveyance, the tera "Affiliate" shall mean, with reference to
any person, on individual, fira or corporation that directly
or Indirectly eontrolo, la controlled by, or la under comr-an
control with, such person, and, without Uniting tha general-
ity of the foregoing, any such person shall be deensd to
control a corporation if such parson shall own or hold, or
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rights, titles, interests, eotatea, remedies, powers and
privileges herein and hereby granted, bargained, sold, con-
veyed, assigned, transferred, set over and delivered, or
excepted, excluded, retained and reserved, or intended so to
be.

Section 6.2 Failure of Title. Eto. No transfer by
the Grantor to the Grantees of any part of ths Subject Inter-
eata and no loas or failure of title to, or abandonment of,
any part of the Subject Interests shall have tha effeat of re-
ducing the amount of the Production Payment or the Reserved
Percentage from tlae to tine in effeat or of creating any
offset or other prejudice to the Production Payment' and the
Production Payment shall continue in full force and effect
aa to all other Subject Interests until the Productlot Payment
has been discharged as hersinabove provided.

Section 6.3 Notices. Any notice, request, demar.d,
report or other Instrument which nay be required or permitted
to be given to any party hereto or other person succeeding to
any interest of a party hereto ohall be deeded sufficiently
given If in writing and delivered to such party or person or
deposited in the United States mail in a sealed envelope, first
class moil, with postage prepaid, addressed to sueh party or
person at ita address stated in this Conveyance, or at sich
other address as the party or person to bo addressed shall
have designated by written notice to each auch party or per-
son.

Seotion 6.4 Successors and Asalgr.s. All the coven-
ants and agreements of the Cr&ntecs contained in this Part I
shall be deemed to be covenants running with the land. All
the provisions of thia Part I ĉ all inure to tho benefit of
and be binding upon the respective successors and aasî rj of
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the Grantor and the Grantees and all references herein to
the Grantor and tho Grantees ahall include their respective
successors and assigns, except that the term "Grantor" aa used

In Section 1.1 (to and Including Subsection C thereof) and
Sections 4,1, 6.1 and 6,5 shall not Include fche Assignee
referred to in Part II of this Conveyance or any successors
or assigns of such Assignee.

Section 6.5 CertalnJScparata Assignments. It Is
understood and agreed that with respect to oil and gas and
oil, gaa and mineral leases vhloh, or interests in which, are
inoluded In the Subjeot Interests, from Indian tribes, bands
or groups or on lands allotted to Indians in sevoralty, sepa-
rate assignments on approved forms may be executed by the*
Grantor to the Grantees in sufficient counterparts to fulfill
applicable statutory and regulatory requirements, end that
said assignments, although unqualified in fora or not specific-
ally containing all of the terms and provisions hereof, shall
bo deemed to contain all of tho exceptions, exclusions, ra-
tontlona, reservations, rights, titles, interests, estates,
remedies, powers and privileges eat forth herein which consti-
tute the Production Payment as fully to all Intents and pur-
poses as though tha aaaa were set forth at length in each such
assignment. The interests conveyed by such separate assign-
ments are the same ao, and not in addition to, the interests
herein conveyed.

Section 6.6 Assumption by the grantees. The Grantees
hereby expressly assume the performance and observance of all
covenants and conditions under tho contracts described in Ex-
hibit A imposed on the owns? of the Subject Interests excspt
such as nay only be performed or observed by the Grantor.

Section 6.7 Jbiftt ani_Ssvaral Obligations. Cha obli-
gations, asreeaenta and undertakings of the Granteoa contalr.Jd
in thia Part I shall be Joint and several.
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PAR'S? II.

CONVEYANCE AND ASSIOXKSSTi? OP PRODUCTION

ARTICLE SEVEJCH

Section 7»1 Conveyance? ar.d Assignment. The Assignor,
Tor valuable consideration paid by the Assignee, the receipt
and sufficiency of which ara hereby acknowledged, by theaa
presents does grant, bargain, cell, convey, assign, transfer,
set over and deliver, effective as of the Ef festive Date,
unto the Assignee, its successors and assigns, tha Production
Payment, it being the intention of the Assignor by this Part
II to grant, bargain, sell, convey, assign, transfer, set
over and deliver unto the Assignee all rights, titles, Inter-
ests, estates, remedies, powers and privileges of the As-
signor in tho Subject Interests and in the Production Payuent
cxceptcd, excluded, retained and reserved as provided in
Part I of this Convoyanee.

TO HAVE Al© TO HOLD tho Production Payment, together
with sold rights, titles, Interests, estates, reaedies, powers
and privileges, unto tha Assignee, its successors and assigns,
forever.

Section 7.2 Cs.-cr.srtrs of Asslg-.ar.. Tho
covenants that:

A. the Assignor has the legal right end
authority to grant, bargain, sell, convoy, assign,
transfer, set over and deliver the Production Pay-
ment!

B. the entire amount of the Production Pay-
Bant is outstanding and undischarged, and the
tesienor has not received anything whatsoever to-
ward the satisfaction or discharge of the sŝ oj
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C. the Assignor has not received any notice
of default or claltaed default with respect to or
affecting any of the Subject Interests;

0. all taxes and assessments of any kind
whatsoever levied upon or assessed against or
measured by the production of Hydrocarbons accru-
ing or attributable to the Production Payment have
been duly paid or provided for;

E. there are no suits or proceedings pending
or, to the knowledge of tho Assignor, threatened
against or affecting the Assignor or any of the Sub-
ject Interests bafore cny court or by or before any
governmental comaisoion, bureau or agency; and

7. the Assignor has duly complied with all laws,
regulations and rulings of any court, governmental
cooalssion, bureau or other regulatory agency, state
or federal, having jurisdiction, with reapeot to or
affecting any of the Subject Interests.

Section 7.3 Warranty of 'Jitla. The Assignor hereby
binds itself to warrant and forever defend title to the Pro-
duction Payment unto the Assignee, its successors and as-
signs, against every person whensoever lawfully claiming or
who may claUa the sane or any port thereof. Tha conveyanaa

in this Part £1 is made with full substitution and subroga-
tion of the Assignee in and to all covenants and warranties
heretofore given or made by others (including tha Grantees
horounder) in respest of the Production Payment or the Sub-
ject Interests, or any part thereof.

Section 7.4 Further A isu-?anaea.« So long as peraitted
by applicable law oo to do, t;-.3 Assignor (at its expanse) -./ill
execute and deliver to tha Asalcnao all eueh other Instrussnts,
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notices, releases, acquittances and documents, and will do
all euch other acts and things, as nay bs necessary more
fully to assure to the Assignee all tha rights, titles, in-
terests, estates, remedied, powers and privileges herein and
hereby granted, bargained, sold, conveyed, assigned, trans-
ferred, set over and delivered, or Intended so to be.

Section 7«5 Assignor Kot Liable. The Assignor
ahall not be personally liable for the discharge of the Pro-
duction Payment, ' and tha Assignee shall look exclusively to
the Production Payment Hydrocarbons, and the proceeds there*
of, for the discharge thereof.

Section 7«6" Acsi^nabilltv of Production PavmanS _3y
Assignee. Nothing heroin contained shall in any way limit
or restrict the right of the Assignee to sell, convey, as-
sign, mortgage or pledge the Production Payment, in whole or
in part.

Section 7.7 Successors and Assigns. All the coven-
ants and agreements of tho Ac signer contained in this Fart
II shall be deemed to be covenants running with the land.
All references herein to tho Assignor or tha Assignee shall
include their respective successors end assigns.

THE FOIlO'.mjQ gROVISIOJ-'S SHALL BE BEBK5D tO
BE INCORPORATED IS BOTH PASTS 07 THIS

CONVEYANCE

ARTICLE EICECH

Seotien 8.1 Countarperts. This Conveyance has been
executed in numerous original counterparts, all ef which are
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identical, except that, to facilitate recordation, in cer-
tain counterparts portions of Exhibit A and Exhibit B hersto
which doeoriba properties aituatod in counties othor than the
county in which the particular counterpart is to be recorded
are omitted. Counterparts iEeiuding the entire Exhibit A
and Exhibit S hereto have been delivered to each of the par-
ties, and a counterpart including tha entire Exhibit A and
inhibit B hereto is being recorded In the following counties
of the following states;

State County Location
Arkansas
Oklahoma

Each of such counterparts shell be deemed to bo an original
for all purposes, and all such counterparts together shall
constitute one and the saae instrument.

Section 8.2 Separability. If it should be deemed
necessary or desirable for any purpose to treat Fart I and
Part IX as separate and distinct instruments of conveyance
and agreement, Part I (including the provisions deeaod incor-
porated In Parts I and II) and Part II (including the provi-
Blono deemed incorporated in Parts I and II) shall ba BO
treated for sueh purpose, in x;hich event Exhibit A and Exhibit
B annexed to this Conveyance oholl be deemed to be annexed to

and to constitute a part of Part I; end Part I, together with
Exhibit A and Exhibit B shall be deemed to be annexed to and
to constitute & part of Part II; tha signature next heroin
appended of Athletic Mining and Smelting Company shall bo
deemed to have been duly sppcr-ded to Part I, as wo 11 as Part
XI; the signatures next hereinafter appsndad of Southvesfc
Natural Production Conpany e.-.i J. ". Stephana, doins business
as Stephana Production Com̂ -.v, shall be dcctsad to havs bcsa,
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duly appended to Part I; and tho signature next hereinafter
appended of Raney, Inc. shall bo deemed to hava been duly
appended to Part XI.

IN WITNESS WHEREOF, the parties hereto hava caused
this Conveyance to be duly executed on the date specified
in the aotoiowledgjaentB annexed hereto.

Attests

Secretary

AEZLE2IC HINIZra AND SMSLTITv'Q COHPAJK1

By i___
President

The address of Athletic Mining
and Smelting Company ist

Attesti

Secretary
The addresa of Southwest
Natural Production Com-
pany ins

SOUTS'.JSST HATURAL PRODUCTION COMPANY

Byi_
r̂esident

i/. v. i'j.&r'.it̂s, doing businssa
aa Stephens Production Company

Attest:

Seoreeary

The address of Hanay,
Ino. las

HAHEX, IKC.

Bys______
frealaent

[Add Arkansas and Oklahoma acknowledgments]
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EXHIBIT II.

CONVEYANCE AND ASSIGNMENT
0?

NON-PRODUCING PROPERTIES,

THIS CONVEYANCE AND /SSICK-XOT, dated ____________ ,
1964, effective ?:00 o'clock A.M., _____ "'. ' _ "T̂ -ffô .
from ATHLETIC MINING AND SJSEIffllXG C'Ottt'AWY'. a liissouri Corpora-
tlon (hereinafter eallcd the "Grantor"), to SOUTHWEST NATURAL
PRODUCTION COMPANY, a Delaware corporation, and JT. T. STEPHENS,
doing business aa Stephens Production Company (hereinafter col-
lectively called the "Grantees");

That Grantor, for a valuable consideration, cash In hand
paid, the receipt and adequacy of which are hereby acknowledged,
by these presents doea hereby grant, bargain, sell, convoy,
assign, transfer, set over and deliver unto Grantees, in equal
undivided shares, and unto their heirs, successors and assigns,
forever, the following!

A* The oil ana gas leases, the oil, gas and
silneral leases, and tha leasehold, fee,

mineral, royalty and overriding royalty inter-
ests and other interests yhich are specifically
described in Exhibit A attached hereto and hara-
by made a part of this Conveyance and Assignment;
B. All of Grantor's right, title and Interaat

In, to and under, or derived from, all of
the presently existing and valid unltlzation, cora-
tnunltlzatlon and pooling agreements and the units
created thereby (including all unite formed under
orders, regulations, rulsa, or other official acts
of any Federal, State, or other sovornsontal agency
having Jurisdiction) which are described or referred
to In Exhibit A hereto. Insofar as they pertain to
the rights, properties and interests described in
Exhibit A.
C. All of Grantor's right, title and interest In,

to and under, or derived from, all of tha
presently existing and valid oil and gas solos,
purchase, exchange and proceeslng contracts and
agreements, and all other contracts, agreements and
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Instruments wnich are described or referred to
in Exhibit A hereto, Insofar as they pertain to
the rights, properties and interests described
in Exhibit A;

except that any oil and gas lease, oil, gas end raineral lease,
or any leasehold, fee, mineral, royalty, overriding royalty
Interest, or other Intareat specified In the foregoing 6ub-
flectlcns A, B or C to tha extent that the same lo Included in
the Subject Interests in that certain Conveyance by and be-
tween Grantor, Grantees and Raney, Inc., on Arkansas corpora-
tion, dated the date hereof, shall not be deemed to be con-
veyed, transferred and assigned by this Conveyance and Assign-
ment; and

D. All of Grantor's rijht, title and interest
In and to ail personal property, improve-

ments, eoaemants, paraits, licenses, aarvitudca
and rlghto-of-way situated upen or used or useful,
or held for future use, in connection with the
exploration, development or operation of tho lands
or Interests granted, bargained, sold, conveyed,
assigned, transferred, oat over and delivered by
this Conveyance and Assignment, or the production,
treating, storing, or transportation of oil, gas,
other hydrocarbons or ozhar minerals. Including,
but not by way of limitation, wells, leucehold
equipment (including co.ulpraant In and on the wells
through the tank batteries or the pipe line con-
nections), field offices and lease houses. Insofar
as all of the foregoing partaln to hydrocarbon
operations on or In connection with tho rights,
properties and interests described In Exhibit A
hereto;

but subject, however, to all royalties, overriding royalties,
production payments, and other interests and eneuxbranecs which
are specified in Exhibit A hereto, or which are deducted in ar-
riving at ths Grantor's nat Interest in total production as
stated in Exhibit A, and to tho torus and provisions of the
Instruments described in £:hlbit A, and by acceptance of the
delivery hereof, Grantees heroby assures and agree to perfora
all of the obligations of G^ancor under said instruments which
accrue after the effective data hereof.

70 HAVE AMD TO £0X3 all and singular the assets, proper-
ties and rights hereby granted, bargained, sold, conveyed,
assigned, transferred, sot over and delivered, or Intended so
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to be, unto Grantees, their hairs, ouccessors and assigns,
forever.

Grantor hereby covenants and asreca to and vlth Grantees,
their heirs, successors and asoicr.3, that it shall execute
and deliver all such othar and additional instruments as may-
be necessary more fully to vest in Crcntees, their helra,
successors or assigns, all the rasjcCwivs rignts and inter-
ests herein granted and conveyed, or intended so to be.

Grantor hereby binds itsaif to x;arrant and forever defend
tha title to all and singular tho assets, properties ar-d
rights contained (or intsnded so to bo) in Exhibit A hereto
unto Oranteeo, their heirs, succecaorc ard aoalgna, against
every person whomsoever lawfully claining, or to claim, the
same or any part thereof. Thic Conveyance and Assignment is
made with full substitution and cu'jrocation of Grantees in
and to all covenants and warranties by others heretofore gi
or cade in raspaot to all assets, properties and rights, or
any part thereof, contained (or intended so to be) in Exhibit
A hereto.

Grantor hereby covenants and agrees that uit'a respect to
oil and gas leases, oil, sss and mineral leasas, and interests
therein from the United Statec of Anerlea, or froai any State
or agency thereof, or from Indian tribes, bands or groups, or
on lands allotted to Indian? i.*. ssvcralty, granted, bargained ,
sold, conveyed, aooî nsd, ĉ ii-Joivod, aeu ovar a.id delivered
unto Grantees hereby, or intended so to be, it will execute
and deliver fco Grantees, as requested by then, separate asslgn-
nontn on approved or other acceptable fores in a sufficient
number of counterparts to fulfill statutory and regulatory re-
quirements. and that said ascî ŝnts, although unqualified in
fora or not specifically containing all the toras and provisions
hereof, shall ba deemad to contain all of tha terms and provi-
oions hereof as though feha sasie were cct forth at length in
each such separate assignment.

ThlB Conveyance and Acsisrjaent shall be* off active for all
purposes aa of the hour of 7:00 o'clock A.M. on __.
1964, which hour shall ba fieteralnad BO to each locality in ac-
cordance with the time then generally observed in sueh locality.

This Conveyance and Assisrcnsnt has been executed in nuaar-
ous counterparts, all of v;hich are identical, except that, to
facilitate racordatlon, in certain counter^arcs portions of
Exhibit A hereto, which describe properties situated in
Counties other than 'the Ccunty in which tha particular counter*
part is to bo recorded, are onittcd. Counterparts, Including
tho entire Exhibit A hereto, have been delivered to each of
the parties, and a counterpart, including the entire Exhibit A
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hereto, Is being recorded In the follorflns Countiea of tne
foilowing States:

County
State or Parish Location

Arkansas
Oklahoma

Each of sueh counterparts shall be dcsned to be an original,
and all such counterparts -hall together constitute but one
and the ease Conveyance and Assignment.

IN WITNESS YIHEREO?, Grantor ha3 caucad this Conveyance and
Aaalgresent to be duly executed on ths date of the acknowledg-
ment annexed hereto, but effective as heroin stated.

ATHLETIC MININQ AJH> SMEEfflNQ
CCMPA1«

ATTEST:
Ey: ____»-__^——_=_——Presidons

Seoretary

{Add Arkansas & Oklahoma acknewladgnenta]
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SUPPLErSNTAL

THIS AGREEMENT, made and entered Into thlo IS il day
of February 1964, by and between SERVICE OAS COH23OTO.J
(Service), LePLORE GAS CCHPAKY (,Le?lore), ATHLETIC MINING
COMPANY (Mining), ATHLETIC IOHKO & SMELTIdO COKPANY (Smelt-
ing), all the shareholders of ROX DRILLING COMPANY (Rox
Shareholders), all the eharaholdera of TH3 RESZEUE COX?AliY
(Residue Shareholders), and all the shareholders of JISSCOLITE
COMPANY (Rescolite Shareholdero), hereinafter ooraatimes col-
lectively referred to as "Sellers"; and SOUTHWEST NATURAL
PRODUCTION COMPANY (Southwest), STEPHENS PRODUCTION COMPANY
(Stephens), and FORT SMITH OAS CORPORATION (Port Smith), here-
inafter sometimes collectively referred to as "Buyers";

WHEREAS, Fort Smith has thio day entered into a contract
with Service to purchase all of ita assets; and

WHEREAS, Port Snlth has thlo day entered into a contraot
to purchase certain assets from LePlore; and

WHEREAS, LsPloro and Mining have this day entered into a
contract to cell all of their assets to Smelting, and Smelting
has this day entered Into a contract to sell all of its assets,
as well as those acquired from Mining and LePlore, to Southwest
and Stephens, subject to the reservation of a production pay-
ment against certain properties; and

UKERBAS, Stephens has this day entered into a contract
with Rox Shareholders to purchase all the shares of outstand-
ing stock of Rox Drilling Company; and

WHEREAS, Stephens end Southwest have thlo day entered into
an agree went with Raaldue Shareholders to purchase all of the
shares of outstanding stock of The Residue Company; end

WHEREAS, Stephens and Southwest have thio day entered inta
a contract with Rescolito Shareholders to purchase all of the
shares of outstanding stock of Rescollto Corapony; and
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WHEREAS, all the trananotions contemplated under the
above-mentioned contracts are to be consummated slmul-
taneously; end

WHEREAS, the total consideration provided In said con-
tracts of purchase and sale was cased on Buyers' reliance
upon the correctness of tha uncertified balance sheets pre-
pared by Douglas Walker fs Company of Fort Smith, Arkansas,
aa of October 31, 1963, covering each of the oeven companies
whose stock or assets ar-a to be purchased in accordance with,
the above-mentioned agreements, and upon the representation
of the respective Sellers that all transactions entered into
by the aeven corporations whose assets or stock arc being
purchased in accordance with the above-montloned agreements
since October 31, 1963, to the date of closing of all tha
aforementioned contracts of purchase and sale, shall be in
the ordinary course of business; and

WHEREAS, Sellers agree to furnish to Buyers, as soon as
practicable, certified balance sheets of each, of the seven
corporations whose assets or stock are being purchased aa of
October 31, 1963, and prepared by Douglas Walker It Company;
and

WHEREAS, Sellers and Buyers are deolrous ef entering into
this Agreement in order to adjust the consideration to be paid
under the aforementioned contracts of purchase and sale under
certain conditions due to discrepancies between tho aforemen-
tioned balance sheets, and coats and liabilities incurred In
connection with transactions outside the ordinary course or
business since October 31, 1963;

NOW, THEREFORE, Buyers and Sellers do hereby agree aa
followst

1. The combined not asset position of the seven cor-
porations, whose aeaeta or oeook are being sold

under the aforementioned contracts or purchase and sale, as
reflected In the certified statements of assets (exclusive of
fixed assets) and liabilities as 01" October 31, 1953, pre-
pared by Douglas Walker & Co., shall be adjusted by the aggre-
gafco amount of costs and liabilities incurred by any and all
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of such seven corporations in conrectlon with trenoactiono
not in the ordinary course of business between October 31,
1963, and the date of closing. If the cosolned nee aocet
position of ouch seven corporations as reflected by the
uncertified (statements of ascets (exclusive of fixed assets)
ana liabilities aa of October 31., 1953, varieo by the sun of
$10,000.00 or more frezi the ecniji'-.zd nat asoet position of
such oeven corporation as reflected in the certified state--
ments of aascta (exclusive of Ii .jfi assets) and liabilities
as of October 31, 1963, as adjusted as provided in this para-
graph, then the total consideration paid or to be paid by
Buyers under the aforementioned agreements of purchase and
sale shall be adjusted up or down to conform to this variance.

2. All reasonable and necessary costs and expenses
and sales taxes Incurred and paid by any of the

corporations whose assets are being sold in connection with its
compliance with obligations undertaken by it under the afore-
mentioned contracts of purchase end sale, including costs of
acquiring abstracts and abstractors' certificates, costs and
fees Incurred In the curing of title objections and attorneys1
fees and disbursements involved In the rendition of title
opinions, corporate dissolutions of Service, LsPlore, Mining;
and Smelting, and preparation of the aforementioned contracts
(the last too..Items only not to exceed $5,000.00 and shall be.̂ uJ
conslderedAreasottable and necessary costs and expenses/Tor the
purposes of Paragraph 20 of the aforementioned Agreement be-
tween Smelting and Southwest and Stepheno), shall be deemed to
constitute costs and ex^naea incurred in tho ordinary course
of business for the purposes of this Supplemental Agreement.

3. On or within a reasonable period aftar the closing
of the translations covered by the aforementioned asreenenta
of purchase and sale. Sellers shall deliver to Buyers all books,
papers, records, maps, ad valorem tax files, production and
severanco tax fllea, renditions and receipts^ and all other
files of the seven corporations uhose stock or assets ara balng
sold, and all general corporate and general accounting records
pertaining to cald corpora* j.eiioj jjj-ovidod, hov/aver, that such
corporations shall have the risn'c to retain copies of any of
said books, papers and records delivered to Buyers other than
geological and geophysical maps, reports, surveys and logs per-
taining to oil and gas interests baing sold to Buyers; and
provided further, however, that Service, LePlora, Mining and
Smelting and thalr reapsctlva representatives shall have froe
aooesa during regular business hours to any of said books.
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papers and records in order* to prepare necsssary returns
and reports required by applicable law In winding up the
affairs of Service, Le?lore, Mining and Smslting.

4. Although certain of the contracts of purchase
and Bale of assets daacrl'aa the oil and gas

leases, leasehold eatatco anfl lando covered thereby by us-
ing the uorda "right, title and i-ntersat", without specify-
ing the exact interest covorca tnereby, it is undcratood
and agreed that the interests covered by said/contracts
are those interests set forth in/'tha'c*bertai.-. report en-
titled "Evaluation of Natural Gas Reserves &s of January 1,
1964, Athletic Mining & Snsltins Cosipany, Athletic Kinlns
Company and LePlore Qaa Conpany prepared by T. \J. KcOaire
& Aseociafces of Shreveport, Louisiana, and that caid con-
traota shell be read and Jtjqnatirjjcd jsa, if specific ir.teraota
as set forth in the aald̂ i-icQuire'-Rap'ort had been described
in said contracts,

IK WITNESS WHEREOP, the parties have executed this Agree-
ment in multiple counterparts as of the day hereinabove first
written.

SERVICE OAS CORPORATION

ATTEST:
f President

LsFLORE OAS

ATTEST:
By:

*"/

ATTEST:
V.fĝ f̂c ̂ ^>^

jeresidont

MIHBJO

treoldanB

ATHL3TIC MIMISQ & SKELTIKQ COMPANY

K,Trasldenc
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ROX SHAREHOLDERS;

Ob f fl-VV

I M r<+-i

0 7?./ As

RESIDUE SHAREHOLDERS:

v*,, , -̂ r-̂ r

RSSC6LZ2E

<//^x .t

-, Co -*
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ATTEST

SGL0073258

RhSCOLlTE SHAREHOIDERS-Contlnued.

/ rs_^- wj.
fV -f\S\; <" t-X.Cl A. J .

/?.V >»,, • r$lf'tl' if^^, ^J. -X

7=3^4'-^T£^^ ^ . /

SCUTPr.JSST NATURAL PROD'JCTIOU COMPANTT

fJZ
Proaldent

ST2PK2KS PRODUCTION COMPANY
ATTEST; ./ 7 / / / *"•/ '

POST SMITH OAS CORPORAHOU

BUVEHS
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